
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC S E R V I C E  COMMISSION 

I n  t h e  Matter o f :  

T I M E  OF DAY T A R I F F  F I L I N G  BY ) 
K E N T U C K Y  U T I L I T I E S  COMPANY 1 

O R D E R  

CASE NO. 8 9 1 5  

0 

I n  a 

Comm iss i o n  

July 29, 1 9 8 5 ,  i n t e r i m  O r d e r  i n  t h i s  case, t h e  

decided t h a t  K e n t u c k y  Utilities ('KU") s h o u l d  k e e p  i ts  

t ime-o f -day  TQD t a r i f f s ,  L a r g e  C o m m e r c i a l  and I n d u s t r i a l - T O D  

("LCI-TOD") and  Large Mine Power-TOD ('LMP-TOD") , i n  effect for 
a l l  t h o s e  c u s t o m e r s  p r e s e n t l y  s e r v e d  u n d e r  t h o s e  t a r i f f s  a n d  

s t a t ed  t h a t  t h i s  d e c i s i o n  wou ld  become f i n a l  u n l e s s  comments  

f i l e d  i n  r e s p o n s e  t o  t h e  Order  p e r s u a d e d  t h e  Commiss ion  t o  c h a n g e  

i ts  d e c i s i o n .  

The  Commiss ion  p r o v i d e d  t h r e e  r e a s o n s  f o r  i ts  d e c i s i o n  to  

c o n t i n u e  w i t h  t h e  TOD r a t e  s t r u c t u r e  o n  a p e r m a n e n t  basis. T h e s e  

were: (1) a TOD r a t e  s t r u c t u r e  better ref lects  t o  the c u s t o m e r  

t h e  c o s t  i t  is i m p o s i n g  o n  t h e  u t i l i t y :  ( 2 )  the TOD t a r i f f s  were 

r e a s o n a b l y  w e l l  a c c e p t e d  by c u s t o m e r s ;  a n d  ( 3 )  TOD ra tes  p rov ide  

c u s t o m e r s  additional o p t l o n s  t o  control t h e i r  costa i n  the event 

the economy or  t h e  m a r k e t  €or  t h e  p r o d u c t s  o r  services t h e y  

p r o v i d e  should r e q u i r e  s u c h  c o s t  controls. All of the 

p a r t i c i p a n t s  and  other p a r t i e s  w e r e  g i v e n  u n t i l  A u g u s t  16, 1985, 

to file comments  i n  response to  t h e  July 2 9 ,  1 9 8 5 ,  O r d e r .  



Comments were f i l e d  by t h e  fol lowing:  I n t e r n a t i o n a l  B u s i n e s s  

Mach ines  C o r p o r a t i o n  ("IBM"); Kentucky  I n d u s t r i a l  U t i l i t y  

C u s t o m e r s  ( " K I U C " ) ;  a n d  K U .  IBM's comments  i n d i c a t e d  t h a t  t h e  

TOD r a t e s  h a d  p r e s e n t e d  no problem and  t h a t  some a c t i o n  h a d  b e e n  

t a k e n  or w a s  p l a n n e d  w h i c h  wou ld  e n a b l e  t h e  company t o  save money 

u n d e r  t h e  TOD ra te  s t r u c t u r e .  K I U C  s u g g e s t e d  i n  i ts  comments  

t h a t  t h e  TOD r a t e s  b e  c o n t i n u e d  o n  a n  o p t i o n a l  b a s i s  a t  t h e  

d i s c r e t i o n  of t h e  c u s t o m e r .  One o f  t h e  p r i m a r y  c o n c e r n s  

e x p r e s s e d  i n  o ther  TOD docke t s  before t h e  Commiss ion  was t h a t  

because of t h e  n a t u r e  o f  a c o m p a n y ' s  b u s i n e s s  o p e r a t i o n  i t  could 

n o t  s h i f t  a n y  of its o p e r a t i o n  t o  t h e  o f f - p e a k  per iod.  KU s t a t e d  

i n  i ts  comments t h a t  it was opposed t o  o f f e r i n g  TOD ra tes  o n  a n  

o p t i o n a l  basis. KU a l so  s t a t e d  t h a t  i f  t h e  TOD ra tes  a re  t o  

c o n t i n u e  t h e n  t h e y  s h o u l d  be p e r m a n e n t  and  made m a n d a t o r y  for  a l l  

new a n d  e x i s t i n g  customers who have demands e x c e e d i n g  5,000 

k i l o w a t t s .  

The Commfssion a p p r e c i a t e s  t h e  i n t e r e s t  of all of those w h o  

f i l e d  comments .  The c o n c e r n s  e x p r e s s e d  t h e r e i n  h a v e  b e e n  

c a r e f u l l y  we ighed  by t h e  Commiss ion  i n  r e a c h i n g  its f i n a l  

d e c i s i o n  c o n c e r n i n g  TOD r a t e s  i n  Ken tucky .  The Corn iss ion 

u n d e r s t a n d s  t h e  c o n c e r n  of those c u s t o m e r s  who c a n n o t  s h i f t  t h e i r  

e lectr ical  u s a g e  to  t h e  o f f - p e a k  period. I n  r e s p o n s e ,  t h e  

Commiss ion  r e a f f i r m s  its p r e v i o u s  s t a t e m e n t s  t h a t  a c u s t o m e r ' s  

i n a b i l i t y  t o  shift u s a g e  t o  t h e  o f f - p e a k  per iod is n o t  a 

a u f E i c i e n t  a r g u m e n t  a g a i n s t  t h e  c o n t i n u a t i o n  of TOD r a t e s .  A 8  

the Commission has s t a t e d  i n  p r e v i o u s  Orders, t h e  p r i m a r y  v i r t u e  
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of a TOD ra te  s t r u c t u r e  is t h a t  i t  better reflects to t h e  

c u s t o m e r  t h e  cost it  is i m p o s i n g  o n  t h e  u t i l i t y .  The m a t c h i n g  of 

ra tes  w i t h  costs is a n  i m p o r t a n t  p r i n c i p l e  i n  t h e  Commission's 

r a t e m a k i n g  process. 

The Commiss ion  h a s  c a r e f u l l y  c o n s i d e r e d  t h e  e f f e c t  TOD r a t e s  

w i l l  h a v e  o n  t h e  b u s i n e s s  c l imate  i n  Ken tucky .  T r a d i t i o n a l l y ,  

Kentucky r a t e p a y e r s  h a v e  received r e l i ab le  power a t  reasonable 

rates. Electric r a t e s  i n  Ken tucky  are among t h e  l o w e s t  i n  t h e  

n a t i o n .  ' The Commiss ion  i n t e n d s  to  see t h a t  these rates remain 

c o m p e t i t i v e  i n  t h e  f u t u r e .  The Commiss ion  disagrees  w i t h  those 

who a r g u e  t h a t  TOD ra tes  w i l l  a d v e r s e l y  a f f e c t  e c o n o m i c  

d e v e l o p m e n t .  I n  f a c t ,  TOD rates may w e l l  b e  a boon t o  e c o n o m i c  

d e v e l o p m e n t .  Companies  t h a t  are ab le  t o  s h i f t  t h e i r  u s a g e  t o  

less e x p e n s i v e ,  o f f - p e a k  p e r i o d s  may f i n d  t h e s e  rates t o  be a n  

i n c e n t i v e  to either locate i n  K e n t u c k y  or expand t h e i r  c u r r e n t  

o p e r a t i o n s  h e r e .  For c o m p a n i e s  t h a t  c a n n o t  s h i f t  t h e i r  u s a g e ,  

TOD ra tes  w i l l  more a c c u r a t e l y  r e f l e c t  t h e  costs t h e y  a re  

impos ing  o n  t h e  u t i l i t y .  The  o v e r a l l  r e s u l t  w i l l  be be t t e r  u s e  

of e x i s t i n g  g e n e r a t i n g  c a p a c i t y ,  as w e l l  as  a m o d e r a t i o n  o f  t h e  

need  for e x p e n s i v e  new g e n e r a t i o n  f a c i l i t i e s .  In t h e  long r u n ,  

t h i n  moderation w i l l  t e n d  t o  keep down electric ra tes  a n d  

m a i n t a i n  K e n t u c k y ' s  highly competitivo ability to provide 

e l e c t r i c  power a t  r e a s o n a b l e  cost .  

Based o n  s u r v e y s  by t h e  N a t i o n a l  A s s o c i a t i o n  of R e g u l a t o r y  
u t i l i t y  C o m m i s s i o n e r s ,  t h e  a v e r a g e  cost of e l e c t r i c i t y  in 
Kentucky  h a s  h i s t o r i c a l l y  b e e n  among t h e  lowest of t h o s e  
reported. 
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The Cornmiasion tecognizea, h o w e v e r ,  t h a t  there  may be 

i n d i v i d u a l  c o m p a n i e s  e i t h e r  now d o i n g  b u s i n e s s  i n  Ken tucky  or 

planning t o  loca te  h e r e  whose  p a r t i c u l a r  o p a t a t l o n s  p r e a o n t  

u n i q u e  circumstances t h a t  l i e  o u t s i d e  t h e  scope of t h e  c o n c e r n s  

c o n s i d e r e d  i n  t h i s  O r d e r .  I f  s u c h  a case s h o u l d  ar ise ,  t h e  

i n d i v i d u a l  company may seek r e l i e f  by f i l i n g  a p e t i t i o n  w i t h  t h e  

Commiss ion  p u r s u a n t  t o  807 KAR 5:001, S e c t i o n  12 .  The Commiss ion  

a d v i s e s  t h o s e  who may c h o o s e  t h i s  course of ac t ion  t h a t  t h e  

g r a n t i n g  of s u c h  a p e t i t i o n  w i l l  be t h e  e x c e p t i o n ,  n o t  t h e  r u l e ,  

a n d  t h a t  t h e  p e t i t i o n e r  w i l l  h a v e  a h e a v y  b u r d e n  to p r o v i d e  

c o m p e l l i n g  e v i d e n c e  d e m o n s t r a t i n g  why it  s h o u l d  not be s u b j e c t  to  

TOD ra tes .  

KU i n  its report o n  t h e  TOD e x p e r i m e n t  expressed its concern 

a b o u t  the revenue d e f i c i t  that h a s  developed d u r i n g  the c o u r s e  of 

t h e  TOD r a t e  e x p e r i m e n t .  The  r e c o v e r y  of t h i s  revenue  d e f i c i t  

m u s t  be dealt w i t h  i n  accordance w i t h  t h e  Commiss ion ' s  

r e g u l a t i o n s  f o r  a n  a d j u s t m e n t  i n  rates as o u t l i n e d  i n  807 KAR 

5:001, S e c t i o n  10.  R a t e s  c a n n o t  be ra i sed  w i t h o u t  a d h e r i n g  t o  

the procedures  d e t a i l e d  i n  t h e  r e g u l a t i o n .  The Commission has 

p r e v i o u s l y  e x p r e s s e d  t h i s  v i e w  i n  a J u n e  8 ,  1983, Order  i n  

A d m i n i s t r a t i v e  C a s e  No. 203, The D e t e r m i n a t i o n s  W i t h  R e s p e c t  To 

The Ra temak ing  S t a n d a r d s  I d e n t i f i e d  I n  S e c t i o n  l l l ( d )  (1)-(6) Of 

The P u b l i c  U t i l i t y  R e g u l a t o r y  P o l i c i e s  Act Of 1978.  

A s  t o  KIUC's r e q u e s t  t h a t  the TOD r a t e s  be c o n t i n u e d  o n  an 

o p t i o n a l  b a s i s  a t  the d i 8 C r e t i O n  of t h e  customer, t h e  Cornmission 

disagrees a n d  d e n i e s  t h i s  r e q u e s t  and  agrees w i t h  KU t h a t  t h e  TOD 

r a t e s  s h o u l d  be m a n d a t o r y .  The Commiss ion  b e l i e v e s  t h a t  the 
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I 

. 

l i k e l y  r evenue  l o s s  and  t h e  s h i f t i n g  o f  customers between t a r i f f s  

m a k e s  t h e  o f f e r i n g  o f  TOD ra tes  o n  a n  op t iona l  basis a n  

u n r e a s o n a b l e  a l t e r n a t i v e .  

The Commiss ion  b e l i e v e s  t h a t  TOD ra tes  a r e  a r e a s o n a b l e  r a t e  

s t r u c t u r e  a n d  t h a t  t h e  LCI-TOD a n d  LMP-TOD t a r i f f s  s h o u l d  be 

cont inued  a n d  made m a n d a t o r y  f o r  a l l  c u s t o m e r s  w i t h  demands  of 

5 , 0 0 0  k i l o w a t t s  or g rea te r .  W i t h i n  20 d a y s  of t h e  d a t e  of t h e  

O r d e r ,  KU s h a l l  f i l e  its LCI-TOD and  LMP-TOD t a r i f f s  a f t e r  

m o d i f y i n g  t h e  t a r i f f s  to  i n d i c a t e  t h a t  t h e y  a re  p e r m z n e n t  a n d  

m a n d a t o r y  for all c u s t o m e r s  w i t h  d e m a n d s  of 5 , 0 0 0  k i l o w a t t s  or 

grea te r  . I n  i ts n e x t  r a t e  case,  KU s h o u l d  i d e n t i f y  o t h e r  

c u s t o m e r s  t h a t  h a v e  t h e  m e t e r i n g  c a p a b i l i t y  f o r  TOD rates a n d  

e i t h e r  e x p l a i n  why t h o s e  customers s h o u l d  not be b i l l e d  u n d e r  a 

TOD ra te  s t r u c t u r e  or p r o v i d e  a TOD t a r i f f  t h s t  i n c l u d e s  them.  

The  Commiss ion ,  h a v i n g  c o n s i d e r e d  t h e  e v i d e n c e  of r e c o d  a n d  

b e i n g  a d v i s e d ,  is of t h e  o p i n i o n  and  f i n d s  t h a t :  

1. The  LCI-TOD and  LMP-TOD t a r i f f s  s h o u l d  b e  c o n t i n u e d  and  

made m a n d a t o r y  for  a l l  c u s t o m e r s  w i t h  demands  of 5 ,000  k i l o w a t t s  

or grea te r ;  t h a t  K U  s h o u l d  m o d i f y  t h e  t a r i f f s  t o  so i n d i c a t e ;  a n d  

t h a t  KU s h o u l d  f i l e  i ts  r e v i s e d  t a r i f f s  w i t h i n  20 d a y s  of t h e  

date  of t h i s  O r d e r .  

2 .  The r e c o v e r y  of t h e  r e v e n u e  d e f i c i t  t h a t  o c c u r r e d  d u r i n g  

t h e  TOT) exporimerit c a n  o n l y  be c o n s i d e r e d  upon a n  a p p l i c a t i o n  by 

KU i n  a c c o r d a n c e  w i t h  807 KAR 5:001, S e c t i o n  10. 

3. I n  KU's n e x t  g e n e r a l  r a t e  case,  it s h o u l d  i d e n t i f y  o t h e r  

c u a t o m e r s  t h a t  h a v e  t h e  m e t e r i n g  c a p a b i l i t y  for TOD rates a n d  

e i t h e r  e x p l a i n  why t h o s e  customers s h o u l d  not be b i l l e d  under  a 
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TOD ra t e  s t r u c t u r e  o r  p r o v i d e  a p r o p o s e d  TOD t a r i f f  t h a t  i n c l u d e s  

them.  

4 .  KU s h o u l d  d i s t r i b u t e  t h i s  O r d e r  t o  a l l  o f  i t s  c u s t o m e r s  

t h a t  have p a r t i c i p a t e d  i n  t h e  TOD r a t e  e x p e r i m e n t .  

IT IS THEREFORE ORDERED t h a t :  

1. The  LCI-TOD a n d  LMP-TOD t a r i f f s  s h a l l  be c o n t i n u e d  and  

m a n d a t o r y  f o r  all c u s t o m e r s  w i t h  demands  of 5,000 k i l o w a t t s  o r  

g rea t e r ;  t h a t  K U  s h a l l  m o d i f y  t h e  t a r i f f s  t o  so i n d i c a t e ;  and 

t h a t  KU s h a l l  f i l e  its rev i sed  t a r i f f s  w i t h i n  2 0  d a y s  of t h e  d a t e  

of t h i s  O r d e r .  

2. The recovery of t h e  r evenue  d e f i c i t  t h a t  o c c u r r e d  d u r i n g  

t h e  TOD e x p e r i m e n t  c a n  o n l y  be c o n s i d e r e d  upon  a n  a p p l i c a t i o n  by 

KU i n  a c c o r d a n c e  w i t h  8 0 7  KAR 5:001, S e c t i o n  10. 

3. I n  KU's n e x t  g e n e r a l  r a t e  case, it s h a l l  i d e n t i f y  o ther  

c u s t o m e r s  that h a v e  t h e  m e t e r i n g  c a p a b i l i t y  for TOD rates a n d  

e i t h e r  e x p l a i n  why those c u s t o m e r s  s h o u l d  n o t  be b i l l e d  u n d e r  a 

TOD ra te  s t r u c t u r e  o r  p r o v i d e  a p r o p o s e d  TOD t a r i f f  t h a t  i n c l u d e s  

them. 

4.  KU s h a l l  d i s t r i b u t e  t h i a  Order to  all of its customers 

t h a t  h a v e  p a r t i c i p a t e d  i n  t h e  TOD r a t e  e x p e r i m e n t .  
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Done a t  F r a n k f o r t ,  Kentucky, t h i s  25th day of October, 1985. 

PUBLIC S E R V I C E  COMMISSION 

ATTEST: 

Secretary 


